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AMERICAN INSTITUTE OF ACCOUNTANTS
135 CEDAR STREET, NEW YORK

INTERSTATE RELATIONSHIPS IN ACCOUNTANCY

T o S tate B oards of A ccountancy.

G entlem en :
In the course of the annual meeting of the American Institute of Accountants at Colorado
Springs, a meeting of representatives of state accountancy boards took place at the Broadmoor
Hotel on the evening of September 15th.
Representatives of the following boards were present: Alabama, California, District of
Columbia, Massachusetts, Michigan, New Mexico, Pennsylvania, Texas, Utah and Washington,
as well as a number of other accountants, some of whom had formerly acted as accountancy
examiners.
The discussion at the meeting centered about the subject of interstate relationships in
accountancy, and at the conclusion of the meeting the following resolution was unanimously
adopted:
RESOLVED, That the representatives of state accountancy boards here assembled
express approval of the general principle that recognition of C. P. A. certificates of other
states should be granted as freely as is compatible with maintenance of proper standards,
and be it further
RESOLVED, That copies of the memorandum presented at this meeting be sent all
state and territorial boards of accountancy of the United States, and that the American
Institute of Accountants be requested to ask each board for suggestions as to how the prin
ciple of recognition of C. P. A. certificates may be extended.
Accordingly we are sending you this pamphlet with the request that your board consider its
contents and send us its suggestions for furthering the purpose set forth in the resolution—to extend
the principle that "recognition of C. P. A. certificates of other states should be granted as freely as
is compatible with maintenance of proper standards.” If your board sees fit to endorse the reso
lution in writing it will be helpful. If your board does not agree with the principle, we shall be glad
to have a statement of its position.
The memorandum to which reference is made in the resolution, and a summary of the dis
cussion which followed reading of the memorandum, are reprinted herewith.
Yours truly,
JOHN L. CAREY, Secretary.
135 Cedar Street, New York.
October 30, 1930.

MEMORANDUM ON INTERSTATE RELATIONSHIPS IN
ACCOUNTANCY

On April 19, 1930, the American Institute of Accountants sent to state boards of accountancy
and state societies of certified public accountants a letter dealing with the question of interstate
relationships, the following excerpts from which explain its purpose:
“By direction of the executive committee of the American Institute of Accountants this letter is sent to all
state boards of accountancy and state societies of certified public accountants in an effort to clarify the question
of interstate relationships affecting accounting practice.
“It is the carefully considered opinion of the American Institute of Accountants that accountancy, unlike
some other professions, is national rather than local in character. The Institute desires that the entire American
business public recognize certified public accountants as accredited members of a unified profession, regardless of
the part of the country where they happen to practice. It believes that nationwide acceptance of certified public
accountants as qualified professional practitioners should be the ideal of the profession as a whole.
“The Institute feels strongly that any tendency to limit the good standing and the privileges of a certified
public accountant to the state in which his certificate was issued will retard the growth of the accountancy profes
sion and handicap every accredited practitioner.
“Almost every public accountant must at some time cross state lines in pursuance of his practice, and it
is to the best interests of the profession that he be permitted to do so with freedom and without prejudice to his
professional standing. Accountants in cities near state borders frequently experience difficulties when their prac
tices spread into neighboring states, and most practitioners, wherever they may be, would benefit by solution of the
same problems.
“In some places there is a tendency toward narrowing technical requirements to meet purely local condi
tions and erecting statutory barriers to the practice of outsiders, which, incidentally, sometimes also tend to confine
local practitioners within their own borders by evoking retaliatory measures in other states.
“For many years the Institute has offered to accounting boards a uniform examination and a plan of marking
papers which has largely been the means of developing a high technical standard as a basis for award of C. P. A.
certificates. Nearly three quarters of all the states and territories have accepted this offer, and it is believed that
this co-operation has done much to give the C. P. A. certificate a uniform national standing.
“Now the Institute believes that it may further the same purpose, and at the same time render a service
acceptable to the entire profession, by investigating the question of interstate relationships.
“It is our desire to learn to what extent C. P. A. certificates of the various states are endorsed by other state
boards of accountancy, and what, if anything, can be done to extend the principle of endorsement as widely as may
be compatible with the maintenance of proper standards.

As far as freedom in crossing state lines in pursuit of temporary engagements originating
outside the state in question is concerned the Institute is already fairly definitely committed to a
policy of liberality. A questionnaire addressed exclusively to this question was sent to all members
and associates, and an overwhelming majority of the replies advocated free passage across state
borders in such circumstances.
Recognition of foreign C. P. A. certificates is a question which presents a more involved
problem. There seems to be little uniformity in policy or administration of laws affecting recogni
tion among the various states, and opinions among local accountants as to what may be done to
improve conditions is as diverse as the conditions themselves.
Analysis of the replies to the letter which has been mentioned, however, apparently indicates
that there are really only a few fundamental problems upon which accountants must come to a
conclusion if they are to attempt to remedy specific conditions which may be considered undesirable.

1. —One of the most formidable obstructions to free recognition of foreign certificates is the
provision found in many state laws to the effect that only certificates of states extending a similar
privilege to the states in question may be recognized. While at first this may be considered a legiti
mate defence of state dignity, regarded from the viewpoint of the profession as a whole it often
results in injustice. Such a provision in a state where standards are low automatically prevents
recognition of certificates of states whose requirements are higher, because the so-called superior
state can naturally not extend the same privilege to certified public accountants of the inferior state
without automatically relaxing standards which have been carefully built. It does not seem just
that an accountant must sacrifice the insignia of his professional standing, which he has obtained
in a state whose requirements are admitted to be of the highest order, merely because his practice
takes him into a state whose standards are lower. Under present conditions it is possible that two
states of equal standards might conceivably refuse to reciprocate with one another simply because
neither will make the first step.
It seems that abolition of all these reciprocal provisions might well be advocated. The only
purposes which they serve are selfish and uneconomic. An applicant for recognition should show
reasonable necessity for a certificate which he seeks, but if this necessity is apparent and if the
applicant has satisfied preliminary requirements at least as high as those of the state which he is
visiting it is these factors, and not the etiquette of the state board which issued his original certi
ficate, which should govern. It is illuminating to note that a number of states have no such require
ment (that other states must extend the same privilege if their accountants are to seek endorsement)
and that among them are some of the states which admittedly maintain the highest standards
in the country. They are Iowa, Michigan, New Hampshire, New York, North Carolina, Penn
sylvania, Vermont and Wisconsin.
2. —Residence or maintenance of a place of business in the state in which application for
recognition is made is another requirement which sometimes works injustice. A certified public
accountant who only occasionally leaves his own state in prosecution of engagements may wish the
legal right to use his professional title in the foreign states to which his practice takes him. The
excursions may be too infrequent to warrant establishment of a branch office in another state.
It is to be noted that the requirement of residence inflicts a particular hardship on individual prac
titioners or smaller firms. Large organizations can more readily establish branch offices to comply
with such requirements. The expense may be prohibitive in the case of practitioners whose
practice is largely local.
It does not seem that any damage would be done by recognition of certificates of other states
if applicants satisfied all requirements other than that of residence. Again state boards should insist
that applicants for recognition show reasonable necessity for the certificate which they seek, and
this, together with the requirement of a personal appearance before the board, would probably
effectively discourage frivolous applications for endorsement by “certificate collectors” who had no
real need of the privilege.
The state of Michigan affords an excellent example of intelligent and reasonable policy.
In that state the board may in its discretion issue a certificate without examination to any C. P. A.
or chartered accountant whose certificate was issued under proper authority, provided that the
applicant has complied with the requirements of the law of Michigan and the rules of the board
and the original certificate was presented as the result of an examination of a standard equivalent
to Michigan's, or the holder has maintained an office for the practice of public accounting under

authority of his original certificate for a period of ten years. It is to be noted that the board has
discretion entirely independent of policy of other bodies. Michigan requires that at any time it
issues any certificate based on another the person in question would be eligible to sit for an examina
tion given by the board at that date. Michigan has issued 67 certificates under definite reciprocal
agreements with six states and 49 certificates to certified public accountants of other states who
complied with the requirements, as well as 17 certificates to chartered accountants of Canada,
England and Scotland. The chief reason for the rejection of applications in Michigan has been
that the applicant obtained his original certificate from a state of which he was not a resident.
In cases where the board can not recognize a certificate of another state but does not wish to in
flict unnecessary hardship on an applicant for endorsement it may require a one-day examination,
half written and half oral. Twelve certificates have been issued as a result of such special examina
tions. While applicants for recognition in Michigan must be residents of the state or have an
office there, certified public accountants of other states are permitted to use their title while tem
porarily in Michigan on professional business incident to their regular practice in the state of their
domicile.
3.—General equivalence of standards is, of course, the fundamental prerequisite for a really
broad system of co-operation between the states, and it seems that if the question is ever to be
settled an effort should be made to establish parity of state standards. There are now 37 states
and territories co-operating with the American Institute of Accountants in the conduct of examina
tions, and there is a number of other states whose examinations are considered to be of generally
equivalent standard. It might not be an impossible task for all those states to agree among them
selves on uniform requirements as to preliminary education and professional practice which, when
established, would permit them all to reciprocate freely with each other. States whose standards
were not sufficiently high to enter this group would have an incentive to meet the requirements
of the majority and might be admitted as their standards were improved from time to time.
The chief objections to participation in any plan to clear the atmosphere seem to be, first,
the danger of tampering with the law for fear of inroads by factions hostile to the certified public
accountants, and, second, the fear that local authority might be yielded to outside bodies. Neither
of these difficulties is insuperable. It is not expected that conditions can be remedied in a day, but
if state boards of accountancy and state societies can come to some conclusion as to a desirable goal
the specific changes in the laws may be made from time to time when auspicious occasion presents
itself.
The desire of the Institute in this matter is merely to improve conditions that have undoubt
edly caused distress. It offers itself as a clearing house of information and, if its efforts are desired,
as a mediator between the various states.
The whole question is submitted at this time to the representatives of state boards here
assembled, with the hope that they may discuss the matter and perhaps adopt some resolution which
will at least serve as a basis for consideration of the problem by all the states of the Union.
D iscussion
Durand W. Springer, secretary of the Michigan state board of accountancy, emphasized the
fact that his board specifically permits certified public accountants of other states to practise as
certified public accountants in engagements which bring them temporarily within the borders of
Michigan. He said that the board had addressed a questionnaire to firms in Michigan with head

quarters outside the state to learn whether or not the accountancy law of the state or its adminis
tration had hampered these firms in their practice, and the reply in every case was negative.
Mr. Springer added, in reponse to a question, that in his opinion neither the profession of account
ancy nor business interests in Michigan had suffered because of the liberality of the state board in
this direction. In response to another question he added that no registration is required of account
ants entering the state merely to execute temporary engagements. In reply to another question
he repeated that the Michigan board has discretion to recognize and does recognize C. P. A. certi
ficates of other states without regard to the policy of those states. He emphasized that it is not
necessary for another state to extend the same privilege to accountants in Michigan if a C. P. A.
of that state is to obtain recognition in Michigan. He expressed the opinion that it would be well
for accountants to forget the word “reciprocity” and pointed out that law, medicine and dentistry
have no such word in their vocabularies.
Charles F. Rittenhouse, of the Massachusetts board, stated that upon receipt of the letter
from the Institute, to which reference had been made, the Massachusetts board had given serious
consideration to the question of recognition of certificates of other states, for which there was no
provision in the Massachusetts law. After deliberation the board adopted a rule providing that
C. P. A. certificates of Massachusetts might be granted by oral examination to certified public
accountants of other states who had become residents of Massachusetts—as broad a provision as
was possible under the existing law.
Frank Wilbur Main, of the Pennsylvania board, said that Pennsylvania had originally followed
the practice of recognizing only certificates from states which in turn recognized Pennsylvania
certificates, but it was soon found that this was not a wise attitude. In 1916 the Pennsylvania
board adopted the principle that the certificate of any certified public accountant coming into
Pennsylvania might be recognized provided he was a man of character. Since that time Pennsylvania
has recognized certificates of practically every state of the Union. Mr. Main also pointed out that
because of the simplicity of the Pennsylvania accountancy law, which has confined itself to state
ment of broad governing principles, the accountancy board has wide discretion in issuing certificates
to worthy applicants, and explained how on various occasions the board had been able to adjust its
requirements to meet particular circumstances. He also stated that he was opposed to introduction
of any regulatory law in Pennsylvania.
George V. Whittle, of the Washington board, explained conditions in his state and in the
course of his remarks said that his board had never hesitated to issue certificates without examina
tion to qualified certified public accountants of other states. He said that Washington had issued
certificates to C. P. A.'s who were not residents of the state but were considered worthy of recog
nition.
William J. Christian, secretary of the Alabama board, said that the law of his state provides
for reciprocity only with states which extend similar privileges to Alabama accountants, and also
that an applicant for a reciprocal certificate must have a residence or place of business in Alabama.
Mr. Christian said that he personally was in favor of a liberal policy in recognizing certificates of
other states and that he expected to continue to urge elimination of the clause in the law concerning
reciprocal certificates. He also stated that he would not favor a regulatory law for Alabama.
Frank B. Wilcox, secretary of the Texas board, said that the accountancy law of Texas
plainly states that the board may recognize certificates only of other states which recognize the
certificates of Texas, and that applicants for reciprocal certificates in Texas must have a residence or

a place of business in the state. He said that an amended accountancy law might be proposed by
the state society in the near future, but that on account of the large area of the stat e it was impossible
at the present time for him to express what might be considered a unanimous opinion on any ques
tion of professional regulation.
J. Percy Goddard, of the Utah board, said that in his state liberality in recognition of certi
ficates of other states had been the rule.
John F. Forbes, chairman of the California board, also expressed approval of liberality in
recognizing C. P. A. certificates of other states, and said that California had always followed the
broadest practice. He also said that the California board disapproves strongly of registration of
public accountants and on the contrary advocates the theory that the maintenance of a high
standard of requirements for the C. P. A. certificate is sufficient differentiation between the public
accountant and the certified public accountant and provides adequate protection for the public.
NOTE.—Considerable discussion of accountancy examinations, preliminary requirements for the C. P. A. certi
ficate, and other questions of administration of accountancy laws also took place, but inasmuch as such subjects are
not directly pertinent to the question here presented these features of the discussion have been omitted from this
summary.

